ORIGINAL

DIVISION OF CONSUMER ADVOCACY
Department of Commerce and AL,
Consumer Affairs 2 = |
335 Merchant Street, Room 326 TS5 0D e
Honolulu, Hawaii 96813 Lo N
Telephone: (808) 586-2800 A=
== g M
[ w
Loy

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAII

In the Matter of the Application of

PUBLIC UTILITIES COMMISSION DOCKET NO. 2008-0273

Instituting a Proceeding to Investigate the
Implementation of Feed-in Tariffs.

DIVISION OF CONSUMER ADVOCACY'S
COMMENTS ON RELIABILITY STANDARDS

Pursuant to the Order Setting Schedule filed on October 29, 2009, as amended
by the Hawaii Public Utilities Commission’'s (“Commission”) February 17, 2010 letter
and the Commission's Order Granting Extension Request filed on March 11, 2010," the

Division of Consumer Advocacy (“Consumer Advocate”) hereby submits the following

comments on the Reliability Standards.

' The Order Granting Extension Request filed on March 11, 2010 was filed in response to the
HECO Companies’ request for an additional extension of time, as described in the
HECO Companies' February 23, 2010 letter. The HECQ Companies include Hawaiian Electric

Company, Inc., Maui Electric Company Limited, and Hawaii Electric Light Company, Inc.



I BRIEF PROCEDURAL HISTORY.

On February 8, 2010, reliability standards were proposed by: (1) the HECO
Companies; (2) Blue Planet Foundation (“Blue Ptanet™); and (3) Clean Energy Maui LLC
(“Clean Energy Maui") and Zero Emissions Leasing LLC (*Zero Emissions”).

On February 19, 2010, the Commission directed the HECO Companies to further
elaborate on their proposed reliability standards.

On February 26, 2010, the HECO Companies responded to the Commission,
which included their "Proposed Conceptual Framework for Reliability Standards
Working Group” (“Working Group Framework™).

On March 15, 2010, the parties in the instant proceeding filed comments on the

HECO Companies proposed Reliability Standards Working Group.

. CONSUMER ADVOCATE COMMENTS.

In its comments filed on March 15, 2010, the Consumer Advocate did not oppose
the idea of the HECO Companies’ Reliability Standards Working Group ("RSWG") as it
would “hopefully result in a more transparent process that will: (1) provide an
independent evaluation of the current state of the HECO Companies’ electric system
and determine the amounts of renewable energy that can be incorporated onto the
HECO Companies’ existing systems and the impacts, if any, to system reliability;
and (2) provide an independent assessment and evaluation of the different reliability
standards proposed . . . [by the other parties in the proceeding (i.e., Blue Planet and
Clean Energy Maui and Zero Emissions, jointly)] to determine a reasonable manner in

which to proceed.”
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The Consumer Advocate continues to support this recommendation. The
Consumer Advocate notes that the HECO Companies’ have deemed for the
HECO system, based on its system analysis, that an initial distributed generation ("DG")
penetration level of 60 MW is feasible, based on high level steady state scenario
analysis and several tens of megawatts more of DG could possibly be accommodated,
however additional more refined studies are needed.? As for the MECO and HELCO
systems, the HECO Companies propose that the timing of the implementation of the FIT
be subject to review by the proposed RSWG.

The Consumer Advocate believes that the proposed RSWG would provide the
transparency necessary in allowing the parties in the proceeding to be included in the
process to independently assess and evaluate the current state of the
HECO Companies’ systems and either confirm or refute the HECO Companies’
assertions regarding its systems.

Presently, the HECO Companies must comply with General Order No. 7 which
contains broad reliability standards for voltage, frequency and reliability, and HECO files
regular reports with the Commission concerning their reliability performance. The
General Order No. 7 standards have been in effect for a long time, and were developed
based on traditional utility system operations that primarily involved the economic
dispatch of fossil-fueled central stations striving for lowest reasonable costs to
ratepayers. The transition from a paradigm of a fossil-fueled central station based utility

with a delivery system designed for the "one-way” flow of energy, to a power supply

z HECO Companies Standards, Attachment 1, page 2 and the HECO's Companies February 26,

2010 letter, page 3.
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system consisting of intermittent renewable resources dispersed such that the delivery
system must now accommodate a “two-way" flow of energy cannot be made without
allowing for a learning curve and without some compromises. As a practical matter, the
initial development of reliability standards will most likely be fluid and involve standards
to be added to General Order No. 7 requirements that address the circumstances on
each island. The Commission seems to suggest as much in its Decision and Order filed
on September 25, 2009 ("D&0") where it states “[Tlhe standards should complement
existing standards,” and provides the following example of “[flor instance, minimum load
standard could demonstrate whether additional wind generation could be added to the
HELCO and MECOQO grids without harming reliability or directly leading to more
curtailment of existing renewables during off-peak hours.”® The Commission also
appears to require the reliability standards to be fluid and evolving, by stating:
“The standards should also be flexible, based on experience and changes in system
conditions. The commission asks that the HECO Companies modify the standards for
each company after each year of the FIT's operations, or more frequently if appropriate,
to reflect changes to transmission, distribution, generation, demand, generation mix,
ancillary services availability, the results of ongoing studies, and any other relevant
factors,"

Thus, the initial development of reliability standards should favor the RSWG
concept over the NERC-styled standards, which would likely be less flexible, and more

rigidly inclined toward absolute in disposition that would be more functional in a

? D&O, pages 50 and 51.

4

Id, page 51.
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developed renewable energy based system. The RSWG concept is evolving and
transitioning from a traditional fossil-fueled central station system with a delivery system
designed for the one-way flow of energy. Further discussion on concerns with the
proposed reliability standards is offered below.

In supporting the RSWG concept, the Consumer Advocate noted that several
details associated with the RSWG can be discussed upon establishment of the group
such as: (1) the scope of the technical studies, (2) the costs associated with
the RSWG; (3) from whom the costs should be borne by; and (4) the composition of the
membership of the RSWG;® and (5) processes and procedures of the working group.

The Consumer Advocate notes that two parties (i.e., Blue Planet and Zero
Emissions) do not support the proposed RSWG and have recommended the
Commission open a new docket in which the focus would be the development of formal
North American Electric Reliability Corporation ("NERC") equivalent reliability standards
for the HECO Companies that “can be used to properly and accurately assess the
capacity of the HECO Companies’ system to accept VERs [variable energy resources)
generation.®

The opening of such a docket to focus only on the NERC reliability standards
would be premature as it has not been established that such standards is the most
reasonable approach for the following reasons. First, the Consumer Advocate noted

that further review and evaluation would be necessary to determine how the NERC

"Division of Consumer Advocacy's Comments on the Proposed Working Group Preliminary Plan,”
filed March 15, 2010,

Blue Planet Comments on the HECO Companies Proposed Conceptual Framework for Reliability
Standards Working Group, filed March 15, 2010, page 16.
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guidelines and standards may need to be revised to consider the HECO Companies'
distribution facilities as NERC and other regional reliability organizations relate to
generation and transmission facilities.

Second, although Blue Planet notes that the NERC reliabi.lity standards are
stakeholder-driven with the oversight of an independent entity, it should be recognized
that the NERC has formalized procedures in developing its standards which include but
would not be limited to the following: (1) that the process to be done mostly in written
form; (2) that the requester for development, revision, or withdrawal of a standard may
be any person (organization, company, government agency, individual, etc.),
be responsible for the request and responses to the public comments associated with
its request; (3) that upon a consensus based need of the standard, the actual language
of the standard is drafted by the NERC Drafting Standards Team; (4) that field testing is
performed; and (5} that voting on the standard is based on a weighting of the votes by
the following segments which are part of the bulk power system: (a) Transmission
Owner; (b) Regional Transmission Organizations and Independent System Operators;
(c) Load-Serving Entities; (d) Transmission Dependent Utilities; (e) Electric Generators;
(f) Electricity Brokers, Aggregators; and Marketers; (g) Large Electricity End Users;
(h) Small Electricity End Users; (i) Federal, State, and Provincial Regulatory or other
Government Entities; and (j) Regional Reliability Organizations and Regional Entities.’

Lastly, it should be noted that the NERC is currently reviewing its bulk power

system planning and operations in light of high levels of variable resources (e.g., wind,

7 NERC “Reliahility Standards Development Procedure, Version 7," FERC Approved: February 5,

2010.
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solar, ocean, and some forms of hydro) planned for North America. The NERC has
created an Integrated Variable Generation Task Force (“IVGTF"), which filed a report,
‘Accommodating High Levels of Variable Generation,” dated Aprili 2009
(“IVGTF Report").

As noted by the IVGTF Report:

The electric industry in North America is on the brink of one of the most

dynamic periods in its history. The ongoing efforts brought together by

this report have the potential to fundamentally change the way the system

is planned, operated, and used - from the grid operator to the average

residential customer. Maintaining the reliability of the bulk power system

during this transition will be critical measure of success as these efforts

progress.®

In addition, the Consumer Advocate generally supports the idea of developing
reliability standards. This position has been offered in various docketed proceedings,
such as in the recent Docket No. 2009-0005, which examined the island wide outage
that occurred on the island of Oahu in 2008.° The Consumer Advocate, however,
anticipates that the development of establishing formal reliability standards may be a
lengthy process. Thus, if the proposed development of NERC-like standards is pursued
in this jurisdiction, there is concern that any such effort might result in a lengthy process
and would result in indefinitely suspending the ability of developers from participating in
FIT based projects. Processes to analyze and develop comprehensive reliability

studies and standards should be developed to allow interested and qualified

stakeholders to participate in the processes. It is likely that such efforts will need to be

IVGTF Report, Executive Summary, page iv.

See, for example, the Consumer Advocate recommendation on page 18 that outlines the
proposed requirement that the utility should be required to conduct a comprehensive evaluation
from a reliability and cost standpoint.
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periodic as it is likely that with any one significant project, whether generation,
transmission or distribution in nature will affect the findings of earlier studies. Such
efforts should not, however, unnecessarily delay the implementation of FIT.
Furthermore, in reviewing the NERC Reliability Standards, the Consumer
Advocate notes that the responsibilities of the entities that connect to the bulk power
system in North America are set forth in these standards. To the extent that the parties
are in the process of establishing reliability standards for the HECO Companies' electric
system, it may seem reasonable that the responsibilities for each generation entity
(e.g., independent power producer, distributed generation developer) be included in the
standards developed at this time as it is anticipated that these entities would have
significant impact on the electric system. Several questions would need to be answered
prior to taking such a direction such as: (1) what are the other parties’ thoughts on such
an undertaking; {2) would setting such standards for other entities at this time limit their
ability to implement new technologies; (3) how would such standards be enforced as
only the HECO Companies are currently regulated by the Commission; (4) what are the
procedures for establishing such reliability standards (e.g., whether field testing would
be put in place to determine the impact of such standards); and (5) what is the process
by which to assess costs, reliability and the goal of promoting renewable energy
penetration prior to establishing a standard as each factor would need to be balanced
and evaluated to determine the impact on ratepayers. Prior to establishing any formal
reliability standards for the HECO Companies system, the Consumer Advocate believes

that these questions need to be answered.
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At this time, FIT is perceived as a very important tool or means by which the
State can advance the objective of significantly reducing its reliancé on imported fuels,
especially imported fossil fuels. With this understanding, it should be the State's
objective is to implement FIT as soon as possible. Rapid deployment does not seem
likely if NERC-like standards must be developed. Instead, there should be an
understanding that comprehensive analysis and resulting standards will be developed.
However, in the meantime, the RSWG may serve as the focused, nimble vehicle
through which Hawaii can develop sufficient analysis and, as appropriate, standards to
enable FIT to be implemented.

As previously indicated, the development of reliability standards considerations
will require a balancing, and likely compromising, of competing policy and public interest
goals to accommodate as many new renewables as possible, while not harming
reliability or leading to curtailments of renewables, and minimizing cost impact to
ratepayers. While there may be a dispute between the HECO Companies and some of
the parties on the ability of the neighbor island electric systems to accommodate more
renewables, there is a consensus that reliability and curtailment constraints exist and
will affect the amount and pace that intermittent renewable energy can be incorporated
without adverse impact or compromise. For example, the addition of renewable energy
resources may necessitate the need to dispatch units uneconomically by displacing a
more efficient unit with a less cost effective unit with a lower minimum loading and
quicker response to meet reliability requirements and to minimize curtails of existing
renewable resources. Accordingly, the reliability standards will affect “public interest”

considerations, including the amount and pace of additions of renewables that is
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reasonable. In addition, there will need to be consideration of the mitigation measures
to be employed to accommodate the additions of renewables, which will necessitate a
finding as to the reasonableness of the cost to ratepayers. These are issues that need
to be explicitly addressed, but does not necessarily require NERC-like standards.™

Thus, based on the above, the Consumer Advocate does not object to the HECO
Companies' RSWG and supports the implementation of Tier 1 and Tier 2 FIT programs
on the HECO system. The Consumer Advocate believes that the RSWG should be
convened quickly in order to address the further development of the details associated
with the working group to begin assessing the MECO and HELCO systems.

DATED: Honolulu, Hawaii, March 23, 2010.

Respectfully submitted,

By ﬂ/ﬁw Aal
DEAN NISHINA
Executive Director

DIVISION OF CONSUMER ADVOCACY

If the parties recommending NERC-like standards have a more timely, efficient process in mind to
develop the proposed standards, the Consumer Advocate would be willing to consider the merit
and weight of the evidence that supports any such proposal. The Consumer Advocate would
expect, however, that any such evidence and/cr analysis be applicable to Hawaii and not simply
relying on the expectation that processes or procedures that work for interconnected, national
systerns will be directly transferable to island systems such as those served by the HECO
Companies.
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CERTIFICATE OF SERVICE

| hereby certify that a copy of the foregoing DIVISION OF CONSUMER
ADVOCACY’'S COMMENTS ON RELIABILITY STANDARDS was duly served upon
the following parties, by personal service, hand delivery, and/or U.S. mail, postage

prepaid, and properly addressed pursuant to HAR § 6-61-21(d).

DEAN MATSUURA 1 copy
MANAGER by hand delivery
REGULATORY AFFAIRS

HAWAIIAN ELECTRIC COMPANY, INC.

P.O. Box 2750

Honolulu, HI 96840-0001

JAY IGNACIO 1 copy
PRESIDENT by U.S. Mail
HAWAII ELECTRIC LIGHT COMPANY, INC.

P. Q. Box 1027

Hilo, HI 96721-1027

EDWARD L. REINHARDT 1 copy
PRESIDENT by U.S. Mail
MAUI ELECTRIC COMPANY, LTD.

P. O. Box 398

Kahului, HI 96732

THOMAS W. WILLIAMS, JR., ESQ. 1 copy
PETER Y. KIKUTA, ESQ. by hand delivery

DAMON L. SCHMIDT, ESQ.

GOODSILL, ANDERSON QUINN & STIFEL
Alii Place, Suite 1800

1099 Alakea Street

Honolulu, Hawaii 96813

Co-Counsel for HECO, HELCO, and MECO

ROD S. AQKI, ESQ. 1 copy
Attorney-at-Law, a Law Corporation by U.S. Mail
500 Ala Moana Boulevard, Suite 7-400

Honolulu, Hawaii 96813

Co-Counsel for HECO, HELCO, and MECO



MARK J. BENNETT, ESQ. 1 copy
DEBORAH DAY EMERSON, ESQ. by hand delivery
GREGG J. KINKLEY, ESQ.

DEPARTMENT OF THE ATTORNEY GENERAL

425 Queen Street

Honolulu, Hawaii 96813

Counsel for DBEDT

CARRIE K.S. OKINAGA, ESQ. 1 copy
GORDON D. NELSON, ESQ. by U.S. Mail
DEPARTMENT OF THE CORPORATION COUNSEL

CITY AND COUNTY OF HONOLULU

530 South King Street, Room 110

Honolulu, Hawaii 96813

LINCOLN S.T. ASHIDA, ESQ. 1 copy
WILLIAM V. BRILHANTE JR., ESQ. by U.S. Mail
MICHAEL J. UDOVIC, ESQ.

DEPARTMENT OF THE CORPORATION COUNSEL

COUNTY OF HAWAII

101 Aupuni Street, Suite 325

Hilo, Hawaii 96720

MR. HENRY Q CURTIS 1 copy

MS. KAT BRADY by U.S. Mail
LIFE OF THE LAND

76 North King Street, Suite 203

Honolulu, Hawaii 96817

MR. CARL FREEDMAN 1 copy
HAIKU DESIGN & ANALYSIS by U.S. Mail
4234 Hana Highway

Haiku, Hawaii 86708

MR. WARREN S. BOLLMEIER I 1 copy
PRESIDENT by U.S. Mail
HAWAII RENEWABLE ENERGY ALLIANCE

46-040 Konane Place, #3816

Kaneche, Hawaii 96744
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DOUGLAS A. CODIGA, ESQ.

SCHLACK ITO LOCKWOOD PIPER & ELKIND
TOPA FINANCIAL CENTER

745 Fort Street, Suite 1500

Honolulu, Hawaii $6813

Counsel for BLUE PLANET FOUNDATION

MR. MARK DUDA

PRESIDENT

HAWAII SOLAR ENERGY ASSOCIATION
P.O. Box 37070

Honolulu, Hawaii 86837

MR. RILEY SAITO

THE SOLAR ALLIANCE
73-1294 Awakea Street
Kailua-Kona, Hawaii 96740

JOEL K. MATSUNAGA

HAWAII BIOENERGY, LLC

737 Bishop Street, Suite 1860

Pacific Guardian Center, Mauka Tower
Honolulu, Hawaii 96813

CAROLINE BELSOM

VICE PRESIDENT/GENERAL COUNSEL
KAPALUA LAND COMPANY, LTD,

A wholly owned subsidiary of

MAUI LAND & PINEAPPLE COMPANY, INC.
200 Village Road

lLahaina, HI 96761
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KENT D. MORIHARA, ESQ. 1 copy

KRIS N. NAKAGAWA, ESQ. by hand delivery
SANDRA L. WILHIDE, ESQ.

MORIHARA LAU & FONG LLP

841 Bishop Street, Suite 400

Honolulu, Hawaii 96813

Counsel for HAWAII BIOENERGY, LLC
Counsel for MAUI LAND & PINEAPPLE COMPANY, INC.

MR. THEODORE E. ROBERTS 1 copy
SEMPRA GENERATION by U.S. Mail
101 Ash Street, HQ 12

San Diego, California 92101

MR. ERIK KVAM 1 copy
CHIEF EXECUTIVE OFFICER by U.S. Mail
ZERQO EMISSIONS LEASING LLC

2800 Woodlawn Drive, Suite 131

Honolulu, Hawaii 96822

JOHN N. REI 1 copy
SOPOGY INC. by U.S. Mail
2660 Waiwai Loop

Honolulu, Hawaii 96819

GERALD A. SUMIDA, ESQ. 1 copy

TIM LUI-KWAN, ESQ. by hand delivery
NATHAN C. NELSON, ESQ.

CARLSMITH BALL LLP

ASB Tower, Suite 2200

1001 Bishop Street

Honolulu, Hawaii 96813

Counsel for HAWAII HOLDINGS, LLC, dba FIRST WIND HAWAII

MR. CHRIS MENTZEL 1 copy
CHIEF EXECUTIVE OFFICER by U.S. Mail
CLEAN ENERGY MAUI LLC

619 Kupulau Drive

Kihei, Hawaii 96753
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HARLAN Y. KIMURA, ESQ. 1 copy
CENTRAL PACIFIC PLAZA by hand delivery
220 South King Street, Suite 1660

Honolulu, Hawaii 96813

Counsel for TAWHIRI POWER LLC

SANDRA-ANN Y.H. WONG, ESQ. 1 copy
ATTORNEY AT LAW, A LAW CORPORATION by U.S. Mail
1050 Bishop Street, #514

Honolulu, HI 96813

Counsel for ALEXANDER & BALDWIN, INC.,
Through its division, HAWAIIAN COMMERCIAL & SUGAR COMPANY

DATED: Honolulu, Hawaii, March 23, 2010.

Doree e L
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